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20 Southwes t Energy Effic iency Pro jec t (SWEEP)

2 1 The Southwest Energy Efficiency Project (SWEEP) will address  and reply to the

2 2 . .  n ¢ , . » . .
1m t1a l b rle fs  re ga rding  the  Is s ue s  of re cove ring  e ne rgy e ffic le ncy progra m  cos ts  rn ba s e

23
ra te s , the  ne e d for incre a s e d tra ns pa re ncy of cos ts  to cus tome rs , a nd the  S TEP -propos e d

24

25
prepay tariff and enhanced education program.
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1
1. En e rg y Effic ie n c y P ro g ra m Co s ts  S h o u ld  b e  Re c o ve re d  in  Ba s e  Ra te s

2 In his  tes timony, Mr. Schlege l documented dirt TEP has  pos itioned energy

3 e fficie ncy a s  a  core  re s ource  to me e t e ne rgy ne e ds  a nd loa d growth ove r the  ne xt

4 decade at lowest cost.1 Mr. Schlegel then testified that as a  core resource meeting the

5
re a l e ne rgy ne e ds  of cus tome rs  a t lowe s t cos t, e ne rgy e fficie ncy s hould be  a de qua te ly

6

funde d through a  s ta ble , fully e mbe dde d cos t re cove ry me cha nis m - cons is te nt with
7

8
the  tre a tme nt of othe r e ne rgy re s ource s , including coa l, na tura l ga s , a nd nucle a r

9 ge ne ra tion - by re cove ring e ne rgy e fficie ncy progra m cos ts  in ba s e  ra te s . In a Ns

10 manner, the  DSM adjus tor mechanism would opera te  s imila rly to the  company's  file t

11 adjustor, which Staff witness  Van Epos acknowledged during the  hearings.2

12
Curre ntly, TEP  doe s  not tre a t cos t re cove ry in a  cons is te nt a nd e quita ble  ma nne r,

13

because  TEP uses adjustor funding and shows the  adjustor cost recovery on the  utility
14

15
bill for some resources  (energy efficiency), while  recovering the  cos ts  of other

16 resources in base rates and not being transparent to customers regarding the ratepayer

17 costs of these other energy resources (e.g. natural gas and coal generation).3

18
In its  brie f, TEP  s ta te s  tha t the  e ne rgy e fficie ncy cos ts  s hould continue  to be

19
recovered through the DSM surcharge, as  is  current practice , and that doing so

20

21

22

23

24

25

1 Jeff Schlegel ora l tes timony, September 12, 2016, and SWEEP Direct Testimony of Jeff
Schlegel, p. 8.
2 Tr. at 2871
3 Jeff Schlegel ora l tes timony, September 12, 2016, and SWEEP Direct Testimony of Jeff
Schlegel, p. 8-9.
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1
increases  transparency TEP fa ils  to address  the  two primary issues  and facts  tha t

2 SWEEP has put on the record: that the cost recovery approach used by TEP for

3 energy efficiency is  inequitable  and inconsis tent re la tive  to the  trea tment of other

4 energy resources, and that TEP is  addressing its  stated concerns about "transparency"

5
of costs  in an inconsistent and incomplete  1nanner.5 Both of these inequities  and TEP

6

inconsis tencies  should be  resolved by adopting SWEEP's  recommendations in this
7

8
case: to recover the energy efficiency program costs in base rates, and to increase the

9 transparency of energy resource costs in an equitable and consistent manner (see

10 be low).

1 1 2. TEP Should  Trea t All Energy Res ources  Equitab ly in  Terms  o f Trans parency on

12
Cus tomer Bills  and  in Cus tomer Communications

13

In his  tes timony, Mr. Schlege l provided recommendations  to the  Commiss ion
14

15
to ensure  that TEP trea ts  the  costs  of a ll energy resources  equitably in terns  of

16
. . . . . 6

disclosure and transparency on customer bllls  and rn customer commurucatrons.

17 Currently, TEP does not provide any such transparency regarding the ratepayer costs

18
of odder Maj or energy resources on the  utility bill or in any other manner.7 Sta ff

19
witness Van Epps acknowledged that the costs  of other major energy resources are

20

21

22

23

24

25

4 TEP  Initia l Brie f, p. ll.
5 Jeff Schlegel ora l tes timony, September 12, 2016, and SWEEP Direct Testimony of Jeff
Schlegel, p. 8-9.
6 Jeff Schlegel ora l tes timony, September 12, 2016, and SWEEP Direct Testimony of Jeff
Scltlegel, p. 9-10.
7 Ibid. Also
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1
not disclosed or transparent to customers.8 TEP continues to state that it wants to

2 provide  transparency regarding the  costs  of energy efficiency programs to customers ,

3 but apparently TEP's  interest about transparency to customers applies  to energy

4 efficiency and does not apply to other, more  costly resources.9 This  approach of TEP

5
is  biased, is  not "transparent," is  not in the  public interest, and should be

6

corrected.
7

8
SWEEP continues to recommend that TEP provide transparency regarding the

9 ratepayer costs  of a ll major energy resources in a  consistent and unbiased manner.

10 SWEEP recommended tha t the  Commission should order TEP, within 120 days  of the

1 1 Commiss ion order in this  proceeding, to file  a  proposa l to provide  information to

12
customers on the ratepayer costs of major energy resources at all times via the web,

13

and quarterly or annually via  a  bill insert, email, and/or other co1n1nunication.10 TEP
14

15
should convene a  s takeholder group to offer input on how best to provide  die

16
. . . . 11
information, and to revlew and comment on optlons  and work products  . \

17

18

19

20

21

22

23

24

25

8 Tr. at 2873
9 TEP Brie f, p. 11.
WSWEEP Surrebutta l Testimony of Jeff Schlegel, pg. 3, and Schlegel ora l tes timony,
September 12, 2016.
11 Ibid.

all
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1
3. The  Enhanced  Education and  Behavior As pects  o f TEP's  Propos ed  Prepay

2 "Program" - the  Enhanced  Educa tion Offe ring  -. Should  be  Made  Availab le  to

3 AH Customers.

4

5

6

7

8

9

10

1 1

12

13

14

15

16

17

18

19

TEP plans  to propose  an optiona l prepay "program" in its  Energy Efficiency

Implementation Plan docket as a  part of its  portfolio of progra;rns.12 TEP has also

included a  prepay ta riff in its  ra te  case  applica tion."

Mr. Schlege l and Mr. Baa tz tes tified to SWEEP's  s ignificant concerns  about

prepay programs and tariffs , and to the  importance of adequate  consumer protections

and effective  education.l4 Mr. Schlegel a lso recommended that TEP's  prepay efforts

be  trea ted as  two dis tinct offerings  to cus tomers : (1) An optiona l prepay ta riff, to be

treated_as a  tariff and not a  "program," and (2) An enhanced customer education,

information, and behavior feedback progra m to encourage customers to manage and

reduce their energy bills  and costs . 15 Any customer choosing to be on the optional

prepay tariff should receive  the  enhanced customer education, information, and

feedback services, in addition to the appropriate  consumer protections.16 This is  a

must and should be  required by the  Commission. In addition, the  enhanced customer

education, information, and feedback progra m to be reviewed and approved by the

Commission as  part of the  Energy Efficiency Implementa tion Plan process  should be

made available  to a ll res identia l customers , so that a ll customers  have the  opportunity
20

21

22

23

24

25

in TEP-34 (Smith Rebutta l), p. 3 and 10.
13 Ibid.
14 Jeff Schlegel ora l tes timony, September 12, 2016, Direct Testimony of Jeff Schlegel, p.
14-15, and Direct Tes timony of Brendon Bla tz, p. 30-32.
15 Ibid.
16 Ibid.

l l
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1

2

3

4

5

6

7

8

9

10

1 1

to be ne fit from the  e nha nce d e duca tion a nd be ha vior fe e dba ck.17 This  e nha nce d

e duca tion a nd fe e dba ck progra m, if a pprove d, s hould not be  limite d s ole ly to

cus tome rs  who e le ct to be  on the  optiona l pre pa y ta riff. If the  e duca tion a nd fe e dba ck

s e rvice s  a re  providing cos t-e ffe ctive  be ne fits  to cus tome rs , the n the  cos t-e ffe ctive

s e rvice s  s hould be  offe re d to a ll cus tome rs .l8

TEP  did not a ddre s s  or oppos e  S WEEP 's  re comme nda tions  in its  brie f. The

Commis s ion s hould a dopt S WEEP 's  re comme nda tions  be ca us e  the y a re  in the  public

inte re s t a nd would provide  a ll cus tome rs  with opportunitie s  for a dditiona l e duca tiona l

benefits .19

In a ddition, a s  Mr. Ba a tz te s tifie d, the  pre pa y ta riff a nd a s s ocia te d ra te s  (e .g.,

the  highe r BS C propos e d by TEP ) s hould re fle ct the  cos t s a vings  to TEP .20

12

1 3

Southwest Energy Efficiency Project (SWEEP) and Western Resource Advocates

(WRA) - Rate Design

14

15

16

The Southwest Energy Efficiency Project (SWEEP) and Western Resource

Advocates (WR.A) address and reply to the initia l briefs  regarding the issues of the basic

service charge for residential and small general service customers, and time-of-use rates.

17

18

19

20

1. Large Increases in the Basic Service Charge (BSC) for Residential and Small

General Service Customers are Not in the Public Interest and Should Not be

Approved. The Basic Service Charge (BSC) Should be Determined Using the

Basic Customer Method.

21

22

23

24

25

17 Ibid.
18 Ibid.
19 TEP Brien p. 28.
20 Surrebutta l Testimony of Brendon Bla tz on behalf SWEEP and WRA,p .2 1 .
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In his  written and ora l tes timony, Mr. Baa tz expla ined and documented SWEEP

and WRA's  opposition to an increased basic service  charge  (Bsc).21 Specifica lly,

SWEEP and WRA do not support higher BSCs for customers , particularly not the  50%

increase  in the  BSC proposed by TEP (TEP re joinder position) nor the  100% increase

proposed initia lly by TEP. Further, SWEEP and WRA support the  use  of the  bas ic

customer method for de termining the  level of the  basic service  charge . Mr. Baatz

concluded tha t TEP's  proposal is  not in the  public interes t, is  not equitable , viola tes  the

ra te  des ign principle  of gradua lism, and viola tes  a  primary Bonbright crite ria  of

ra temaldng to discourage  wasteful use  of public utility services .

RUCO, SWEEP, WRA, and other major parties  focused on the  customer and

public interest in this  case  support the  basic customer method as the  correct method to

use  to de tennine  the  BSC. Employing the  basic customer method would result in a

residentia l BSC that is  $10 or less .

TEP's  critique  of the  basic customer method conta ins  misrepresenta tions of the

facts . The basic customer method is  not intended to recover 100% of the  unavoidable

fixed system costs  needed to serve  a  customer. As Mr. Bla tz tes tified, it is  intended to

recovered customer-specific costs , those  that vary with the  number of customers  on the

system.24 The basic customer method is also the most equitable method proposed in the

case.25 Including distribution plant in the  basic service  charge would overcharge many

20

2 1

22

23

24

25

21 Brendon Bla tz ora l tes timony, September 12, 2016, Direct Testimony of Brendon
Bla tz on beha lf SWEEP and WRA, p. 5-20, and Surrebutta l Tes timony of Brendon Baa tz
on behalf SWEEP and WRA, p. 3-14.
22 Ibid.
23 TEP Brief, p. 23 _
24 Brendon Baatz ora l tes timony, September 12, 2016, Direct Testimony of Brendon
Baatz on behalf SWEEP and WRA, p. 5-20, and Surrebutta l Testimony of Brendon Baatz
on behalf SWEEP and WRA, p. 3-14.
25 Ibid.
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12
29

1 3

14

15

16

17

18

19

cus tomers  for se rvice , especia lly cus tomers  in multifamily hous ing. The  minimum sys tem

method does  not account for the  differences  in popula tion density and is  therefore  highly

flawed and will overcharge some customers (thereby undercharging others). The basic

customer method is  the  only method that accurately reflects  cost causation because it is

the  only method that actually limits  the  basic service  charge  to customer costs  only, as

intended, as appropriate, and by design.26

TEP also continues to assert the  a lleged $87 per month of fixed costs  to serve each

residentia l customer.27 It is  critica l for the  Commission to remember that these  are  sunk

costs , not fixe d cos ts . While  the  cos t of se rvice  for TEP may be  fixed in the  short te rn, it

is  not in the  long term. The price  s ignals  sent to customers using higher basic service

charges do not reflect that in the long term the costs are  variable, not fixed. 28 Rates

should re flect this  economic rea lity.

TEP sta tes that, "Concerns that increasing the basic service  charge will reduce

customer incentives to conserve energy are  simply a  red hen'ing."30 This statement is

entire ly incorrect. Increasing the  basic service  charge a lters  die  economics of energy

efficiency investments  and the  price  s ignal to conserve  energy. A primary reason people

engage in energy efficiency is  to save money. Reducing the  amount of money a  customer

can save through rate design, reduces the customer incentive to conserve energy, as

simply math shows.31

20

21

22

23

24

25

26 Ibid.
27 TEP Brief, p. 23 .
28 Brendon Bla tz ora l tes timony, September 12, 2016, Direct Testimony of Brendon
Bla tz on beha lf SWEEP and WRA, p. 5-20, and Surrebutta l Tes timony of Brendon Bla tz
on beha lf SWEEP and WRA, p. 3-14.
29 Ibid.
30 TEP Brief, p- 23 .
31 Oral testimony of Brendon Baatz and Jeff Schlegel, September 12, 2016.
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The red herring in this  case  is  TEP's  desire  to achieve more  revenue certa inty by

attempting to disguise their proposals  for higher customer charges as based on cost

causation. The basic customer method is  the appropriate  and correct method to use for

determining the  basic service  charge , it is  consis tent with principles  of cost causation, and

it is  in the  public interest.32

Consis tent with the  basic customer method and the  analysis  and ca lcula tions of Mr.

Baatz," the  BSC should be  $10 or less  for res identia l customers , and around $15.50 for

small general service  customers, based on the  compromise  offered by Mr. Schlegel

during oral testimony.34

Mr. Schlegel a lso addressed the  proposal to offer a  different BSC for TOU ra tes  as  a

financia l incentive  to encourage  TOU enrollment. Mr. Schlegel recommended the

following: (1) The  BSC should remain a t $10 for s tandard, non-TOU customers , based on

the  facts  in the  record and consis tent with employing the  basic customer method to

de te rmine  the  BSC. (2) If the  Commiss ion de te rmines  it wants  to provide  a  financia l

incentive  through the  leve l of the  BSC, dlen the  BSC for TOU ra tes  could be lowered to

$7 as a  positive incentive to encourage customers to enroll in TOU rates.35 TEP's

proposal to increase  the  BSC for non-TOU customers is  not based on the  facts  or

calcula tions in the  case , it is  s imply an arbitrary increase  in the  customer charge .

19

20

21

22

23

24

25

32 .Ibld.
33 Bre ndon Bla tz ora l te s timony, S e pte mbe r 12, 2016, Dire c t Te s timony of Bre ndon
Bla tz ,  p .  7 -14 .
34 J e ff S chle ge l ora l te s timony, S e pte mbe r 12, 2016.
35 .Ib ld .



4. Properly Des igned  Time-of-Us e  (TOU) Rates  with Lower Bas ic  Service
1

2 Charges (BSCs) are a Superior Alternative to the Company's Proposal to

3 Implement Higher Fixed  Charges .

4

5

6

7

8

9

10

1 1

12

1 3

14

15

16

17

18

In the ir written and ora l te s timony, Mr. Schlege l and Mr. Baa tz te s tified tha t

SWEEP and WRA recommend properly designed time-of-use  (TOU) ra tes  wide  lower

BSCs and shorter on-peak Windows as a  superior a lterative to rate  designs with higher

fixed charges and higher BSCs.36 Effective , customer-friendly TOU rates  give  customers

more  control over the ir energy bills , have  less  harmful impacts  on lower usage

customers, help reduce wasteful energy use and peak demand by sending strong price

signals , and give  TEP a  reasonable  opportunity to recover its  authorized costs . As such,

properly designed TOU ra tes  a lign the  interes ts  of the  Company with the  interes ts  of its

QustQmets_37

Effective , customer-friendly TOU ra tes  are  a lso necessary in order to achieve

significant reductions in peak demand. To achieve  s ignificant peak demand reductions,

large numbers of TEP customers must subscribe and respond to TOU rates . This  outcome

necessita tes TOU rates that are  customer-friendly and eflfective.38 Mr. Schlegel and Mr.

Baa tz documented SWEEP and WRA's  recommendations  for implementing e ffective ,

cus tome r-frie ndly TOU ra te s ."
19

20

21

22

23

24

25

36 Brendon Baatz ora l tes timony, September 12, 2016, Direct Testimony of Brendon
Baatz, p. 7-14, Jeff Schlegel ora l tes timony, September 12, 2016, and Surrebutta l
Tes timony of Je ff Schlege l, p. 5-6.
37 Ibid.
38 Jeff Schlegel oral testimony, September 12, 2016.
39 Brendon Baatz ora l tes timony, September 12, 2016, Direct Testimony of Brendon
Bla tz, p. 7-14, Je ff Schlege l ora l tes timony, September 12, 2016, and Surrebutta l
Tes timony of Je ff Schlege l, p. 5-6.
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The TEP TOU ra te  will not be  effective , despite  TEP's  a rguments .40 Mr. Schlegel

tes tified tha t TEP's  proposed TOU ra te  is  not customer friendly or e ffective  because  the

proposed on-peak periods are  too long and the  differentia l between on- and off-peak ra tes

is  insufficient to drive  customer behavior change.41 He a lso tes tified that the  RUCO-

proposed TOU rate  is  the  best available  ra te  design on the  record, including the  re tention

of the  three  tie rs , and SWEEP and WRA continue  to support the  RUCO TOU proposal.

However, the  RUCO-proposed ra te  would be  more  e ffective  for a  la rger number of

customers if it employed a  shorter on-peak window (3 hours versus 4 hours).42

Mr. Schlegel addressed the  proposal to offer a  different BSC for TOU ra tes  as  a

financia l incentive  to encourage  TOU enrollment. Mr. Schlegel recommended the

following: (l) The  BSC should remain a t $l0 for s tandard, non-TOU cus tomers , based on

the  facts  in the  record and consis tent with employing die  basic customer method to

de termine  the  BSC. (2) The  BSC for TOU ra tes  could be lowered to $7 as a  positive

incentive  to encourage  customers  to enroll in TOU ra tes .43 The $10 (or lower) BSC

covers  the  basic customer costs  as  determined using the  basic customer method. It is  not

appropria te  or in die  public inte res t to a rtificia lly increase  the  BSC to a  leve l higher than

$10, including for cus tomers  who choose  not to enroll in time-of-use  ra tes . If the

Commiss ion de te rmines  it wants  to provide  a  financia l incentive  through the  leve l of the

19 BSC, then the $10 should remain for the  s tandard, non-TOU customers, based on the

20

21

facts  and analysis  in this  case, and the BSC for TOU rates could be lowered to $7 as a

pos itive  financia l incentive .

22

23

24

25

40 TEP  Brie f, p . 25
41 Ibid.
42 Ibid.
43 Ibid.

1
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1 Arizona  Community Ac tion As s oc ia tion (ACAA)

2

3
ACAA will address  comments  regarding the  basic service  charge , res identia l ra te

4 tie rs , the  Life line  ra te , and Prepa id Energy Service  from TEP, RUCO, Sta ff, and Mr.

5 P la nk.

6 Basic Service Charge:

7
ACAA does  not support increas ing the  bas ic service  charge  for low-income

8

customers . An increase  in the  basic service  charge  disproportionate ly affects  low-use
9

10 cus tomers , many of whom are  low-income cus tomers . In its  brie f, TEP s ta ted tha t

1 1 approximate ly a  third of its  bills  in the  tes t year were  for 400 kph or le ss , a ssuming tha t

12 these must be vacant or seasonal homes. They assumed full requirements customers

13 . . . .
would  ha ve  to  us e  more  e le c t1*1c1ty tha n th ls . In  fa c t, ma ny low-1ncome  cus tome rs  ha ve  a

14
m o n th ly u s a g e  e q u a l to  o r le s s  th a n  4 0 0  kp h .  Ac c o rd in g  to  th e  E IA's  R e s id e n tia l

15

Ele c tric  Cons ume r S urve y, 9% of low-income  cus tome rs  in  Arizona  us e  400 kph or le s s .
16

17 These bills  represent real customers who are  doing their best to manage their budget and

18 conserve energy. Increasing the  basic service  charge has the  unfortunate  effect of malting

19 it tha t much more  difficult for low-use  low-income  cus tomers  to pay dle ir bills .

20
As ACAA expla ined in its  initia l brie f, the re 's  s imply not enough low-income

21
ass is tance  to properly a id everyone  who needs  it. It is  impera tive  tha t a ffordability be

22

23 considered in ratemaldng. Increasing the basic service charge makes rates less

24 affordable , ta ldng away customer control over the ir bill and decreas ing the  incentive  to

25 properly conserve  energy. As justifica tion for the  basic service  charge  increase , the

-12-
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Com pa ny s a id tha t "cus tom e rs  ha ve  a cce s s  to a  burge oning  m a rke t of dis tribute d e ne rgy
1

2 resources and demand management opportunities ." This  may be true  for the  Maj rarity of

3 TEP's  customers , but such advanced technology is  s imply out of the  question and out of

4 the  budget for low-income cus tomers . RUCO, in its  brie f, sa id "a  cus tomer who uses  500

5 kph a  month. By including dis tribution sys tem cos ts  in the  fixed cha rge , these  low-
6

incom e , low-us e  cus tom e rs  a re  pa ying  m ore  tha n the y s hould to  cons um e  e le c tric ity.
7

8 ACAA supports  the  SWEEP/WRA analysis , s ta ting tha t the  fixed charge  should not be

9 more  than $10 for low-income cus tomers . To quote  RUCO aga in, "[c]oncentra ting bill

10 increases on lower usage customers is  a  regressive policy that should be avoided."

11 ACAA agrees wholeheartedly with this  s ta tement, and asks that the  Basic Service  Charge

12
re m a in a t $10 for low-incom e  cus tom e rs  .

13

Res identia l Rate  Tiers
14

15 ACAA agrees  with RUCO, SWEEP, and WRA tha t the  third tie r should not be

16 e limina ted. Only having two tie rs  for the  res identia l ra te  would push even more  cos t

17 recovery onto lower-use  cus tomers . According to the  EIA, 49% of a ll Arizona  res idents

18 .
us e  le s s  tha n 1000 kph pe r m onth, while  65% of low-1ncom e  cus tom e rs  us e  le s s  tha n

19
1000 kp h p e r m onth . De c re a s ing  the  num b e r of tie rs  m a ke s  low-us e  b ills  le s s

20

21 affordable , crea ting a  disproportiona te  burden for low-income cus tomers . As

22 affordability must be  considered in the  ra te  design, the  third tie r should not be  e liminated.

23 Life line  Ra te

24 In TEP's  brie f, the  Company described its  plan to move Life line  cus tomers to a

25
s ta nda rd re s ide ntia l ra te  a nd the n provide  a  fla t monthly dis count. The  Compa ny is
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1 propos ing four diffe rent leve ls  of monthly discounts  $15, $18, $30, and $40. This  is

2 intended to accommodate  frozen Life line  customers  so as  to avoid ra te  shock. This  is a

3 great s tart for the  frozen ra tes , it should be  expanded to a ll Life line  customers  through the

4 tiered ra te  discount ACAA has proposed. The customers  a t less  than 50% of the  Federa l

5 P ove rty Guide line  (FP G) would re ce ive  $40/month dis count, the  cus tome rs  from 51-
6

100% FPG would receive $30/month discount, and the  households from 101- 150%
7

8 would rece ive  $15/month discount. The  discounts  a re  a lready in the  system, a ll the

9 company would need to do is  de termine  where  the  low-income household fa lls  on the

10 federa l poverty guideline  by as ldng for income and number of people  in the  household.

11 With tha t informa tion, cus tome rs  could re ce ive  tie re d dis counts  be tte r de s igne d to ma ke

12
ra te s  a fforda ble , thus  incre a s ing the  bill cove ra ge  ra tio, ke e ping cus tome rs  conne cte d a nd

13

de cre a s ing the  cus tome r s e rvice  a nd colle c tions  cos ts  to  s e rve  the s e  cus tome rs .
14

15 Additiona lly, in TEP's  brie f, the  Company mentioned severa l hundred cus tomers

16 who would expe rience  s ignificant bill shock if this  proposa l goes  forward. ACAA

17 supports  increasing the discount for these customers so as to hold them harmless from the

18 ,
propos e d  inc re a s e .

19
Regarding Life line  enrollment, TEP s ta ted it is "willing to look into ways  to

20

increase  Life line  enrollment." ACAA apprecia tes  the sentiment,but as Ms . Zwick has
21

22 s ta ted previous ly, the re  is  s imply too much need in this  community to s imply "look into"

23 the issue. Concrete  steps must be taken to ensure that e ligible  customers are  able  to

24 rece ive  die  Life line  discount. One  poss ible  pa th to this  is  implementing automatic

25 . .
e nro llme nt, which  ha s  be e n  s ucce s s fu l a t o the r u tilltle s  .
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1
In Mr. Plenk's  brie f, he  discussed exploring programs to increase  solar penetra tion

2 among TEP's  low-income cus tomers . He  goes  on to sugges t tha t "a  pilot program of this

3 sort might even include  transferring some funds  from the  Life line  budget to s tudy direct

4 sola r support for low-income  cus tomers ." If this  idea  were  to go forward, ACAA would

5
not s upport d ive rting Life line  funds  to  s tudy ne w imple me nta tion options . S ince  the

6
Life line  progra m curre ntly s upports  s o  fe w of the  e lig ible  cus tome rs , ACAA be lie ve s  it's

7

8 unwise  to divert tha t money away from the  low-income cus tomers  in order to s tudy new

9 programs. While  ACAA be lieves  a  s tudy may be  use ful, it reques ts  tha t the  Life line

10 funding not be  used for this  purpose.

1 1
Prepaid  Elec tric  Service

12
The Company's  brie f advoca tes  for implementing the  prepa id e lectricity se rvice

13

progra m. Be fore  a ddre s s ing the  conte nts  of the  brie f, it's  worth noting tha t pre pa id
14

15 energy a lready exis ts  for TEP customers . Section 11.D.3 of TEP's  rules  and regula tions

16 says tha t "[c]ustomers  may pay for e lectrica l service  by malting advance  payments .97

17 Prepa id energy has  been ava ilable  this  whole  time. What's  truly new is  the  Commiss ion

18 o . . . . . .
wa lvlng cus tome r prote ctlons  re ga rding writte n dls conne ct notlce s  s o tha t cus tome rs  '

19
powe r s huts  off whe n the  ba la nce  re a che s  ze ro, a nd cha rging cus tome rs  more  for the

20

s e rvice .
21

22 TEP's  brie f mentions  tha t "[e ]ven on cross -examina tion, ACAA witness  Cynthia

23 Zwick admitted tha t the  program provided options  and would benefit some customers

24 tha t participa te ." With the  additiona l $5 fixed charge  per month, more  frequent

25 .
pa yme nts  a nd more  fre que nt trips  to ma ke  pa yme nts , pre pa ld e ne rgy cos ts  more  tha n
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pos t-pa y e ne rgy give n the  s a me  cons umption. From e conomic  the ory, ra is ing the  price  of
1

2 a good, a ll e lse  being equal, decreases the  tota l social welfare  of the  market for that good.

3 So technica lly, everyone  is  made  worse  off from an economic perspective . As  Ms.

4 Zwick s ta ted, it's  entire ly poss ible  tha t some cus tomers  may do well with this  program in

5 .
s pite  of its  ma ny s hortcomings , howe ve r, on ba la nce , the  progra m w11l do more  ha rm

6
tha n good, fre que ntly le a ving vulne ra ble  cus tome rs  in the  da rk. As  s uch, it s hould not go

7

8 fo rwa rd .

9 Ms. Smith s ta ted tha t the  prepaid e lectricity service  "promotes  energy

10 conserva tion." This  s ta tement is  contra ry to Sta ff's  ana lys is  of the  program, saying

11 "[s]ta ff mainta ins  [prepa id energy service] is  a  billing option, not an EE program as  the

12
pe rce ive d e ne rgy cons e rva tion ma y s imply be  a  re s ult of cus tome rs  running out of mone y

13

a nd be ing dis conne cte d."
14

15 The Company has  sa id multiple  times that "the  proper venue for debating the

16 prepay program's  merits  as  an energy conserva tion program is  within the  DSM planning

17 process ." It will ce rta inly have  to be  explored furthe r in the  DSM process , but te s timony

18 . I o .
from Ms . S mlth s ugge s ts  it s hould be  cons lde re d now a s  we ll.  In  Ms . S mlth 's  re butta l

19
te s timony to Ma tt Connolly, s he  s a id "The  da ily vie w of e ne rgy us e  tha t cus tome rs

20

21 receive  with a  Prepay option is  a  powerful behaviora l EE program, as  it can produce a

22 grea ter awareness  of da ily energy consumption, a llowing the  customer to modify the ir

23 energy usage as they deem appropriate. Without approva l a s  an EE p rogram,

24 economic justification of those tools would be more difficult to make them available

25
to customers.79 From this  tes timony it appears  tha t be ing part of the  DSM
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1 implementa tion plan is  critica l to purchasing the  advanced metering technology required

2 to implement the  program. If it turns  out tha t prepa id energy is  found not to be  energy

3 efficient, a t bes t the  company would have  a  ra te  it couldn't use , and a t wors t it would

4 have  purchased metering technology tha t was  not economica lly jus tified. See ing as  Staff

5
ha s  ca te gorica lly de nie d tha t pre pa id e ne rgy is  a  font of e ne rgy e ffic ie ncy, it s e e ms

6
unwis e  to  move  forwa rd with die  pre pa id ra te  a t this  time .

7

8
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